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INTRODUCTION Introduction
Brands and trademarks have a ubiquitous presence throughout the economy and in our everyday life. This has its advantages. They enable us to identify and memorise products, to determine their origin, and to distinguish products of dierent providers from each other. The identiability of a product is an essential requirement for customers to draw on previous experiences with a product while making purchasing decisions. The experiences with a product, even those of others, may prove useful to assess otherwise unobservable product characteristics. Positive experiences are likely to lead to repeated purchases, while disappointed customers are more likely to avoid the product. This constitutes an incentive for rms to build a reputation to deliver products and services of a reliable quality, leading to the quality guarantee, implicitly indicated by trademarks. In turn, producers are able to dierentiate their products against those of competitors and to establish brand reputation, leading, at best, to brand loyalty.
A brand is of economic value only if the respective rm has the right to use this reputational asset exclusively. In Germany, as in most European countries, the protection of marks might be obtained on the basis of use in commerce. Protection is awarded if the mark is used intensively in commerce and a signicant proportion of the relevant public has knowledge of the mark. A formal registration does not take place; trademarks acquired by use are therefore not observable by the researcher.
There are good reasons for rms not to rely solely on the protection acquired by use and to choose an ocial registration: A trademark is protected once it is registered; 1 knowledge of the relevant public is not necessary. The scope of protection includes the selected product and service classes and applies to the whole territory of Germany; protection is not limited to the region in which the relevant public has knowledge of the mark. Registration takes place at reasonable cost: the registration fee at the German trade mark oce (DPMA) amounts to 290 Euro and at the European Oce (OHIM) to 900 Euro, possibly augmented by attorneys fees.
The registration of a brand as a trademark or through a bundle of trademarks protects the reputation of a brand. The registration denes the rm's rights against counterfeiting and fraud. The owner of this right is given a legal monopoly over the protected word, sign, symbol or other graphical representation in connection with the attached commodity. He has the exclusive right to commercially use the protected trademark and is exclusively protected against infringement (Economides, 1998; Baroncelli et al., 2004) . The protection from misuse happens not automatically; the 1 The term trademark refers to the legal right that belongs to the wider family of intellectual property rights. Empirical studies show positive associations between the use of registered trademarks and rm success. A trademarking rm exhibits on average a higher productivity (Greenhalgh and Longland, 2005; Greenhalgh and Rogers, 2012; Crass and Peters, 2014) , is more protable (Griths et al., 2011; , yields higher market valuation (Bosworth and Rogers, 2001; Sandner and Block, 2011; Greenhalgh and Rogers, 2012) , and has a better propensity to survive in the market (Jensen et al., 2008; Buddelmeyer et al., 2010; Helmers and Rogers, 2010) . Schautschick and Greenhalgh (2013) provide a detailed overview.
The empirical studies provide evidence of a positive contribution of trademarking to rm performance. This implies that a non-trademarking rm could benet from adopting a trademark strategy. Hall et al. (2012) expect trademarks to be the most widely used intellectual property right that is available to essentially any rm. Graham et al. (2013) state that almost every rm, regardless of size, market, or business strategy, has goodwill to protect. From this perspective, perhaps not every rm but the vast majority of rms can be expected to register trademarks. But why does -quite the opposite -a vast majority of rms register no trademarks at all? In Germany, about four out of ve rms do not register trademarks and just 18% of the rms are trademarking rms.
The group of trademarking rms seems to be special or to be more precise, the group of rms registering trademarks. The empirical literature has stressed that larger rms use trademarks more frequently and that the proportion of trademarking rms is highest for manufacturing and especially for high-tech manufacturing rms (Greenhalgh et al., 2011; Millot, 2011; Crass and Peters, 2014) . But are there any other reasons as to why relatively few rms register trademarks? The purpose of this study is to describe relevant circumstances under which trademarks might be powerful instruments for a rm and to shed more light on rm and product characteristics that inuence a rm's decision to trademark.
The empirical analysis relies on 5,335 rm-level observations from the 2011 survey of the Mannheim Innovation Panel (MIP). The 2011 survey provides information on rms trademark activity, their branding policy, as well as their competitive environment. The stratied random sample also allows for extrapolations to the total of German rms with at least ve employees in the business sector. The data conrms large heterogeneity by size. While 73.9% of large rms with 1,000 employees and more rely on trademarks, it turns out that the proportion of small rms with 5 to 49 employees is quite low at about 13.6%. As already mentioned, the extrapolated 2 THE ROLE OF TRADEMARKS 3 proportion of trademarking rms amounts to 17.8%.
The existing literature is extended in the following ways: Firstly, using a representative sample of German rms, the study provides extrapolated gures about the use of trademarks for the German business sector in total as well as for single industries. Second, it provides large-scale empirical evidence on the drivers of trademark decisions. Results show that rms use trademarks to overcome the distance to their customers, make product quality more assessable, dierentiate their products against a limited (not large) number of competitors, and that especially R&D activities and product innovations induce the registration of trademarks.
2 The Role of Trademarks
The Reputation of Trademarks
A trademark is a sign which is able to distinguish the rm's product(s) from those of its competitors. It is intended to identify the origin of a product, but the information content of the actual sign is quite limited -unless it is charged with meaning. Economides (1998) highlights that a meaningful and thereby valuable trademark will be created with its identication with the product. The identication can be accomplished in several ways. Borden (1944) argued that consumers associate the product with a trademark through recommendation, through use, or through advertisement. The association with a trademark makes former experiences with the product recognizable; own experiences, or even those of other people, can be assigned to the trademark to assess a product's quality.
Distance to Customers
Trademarks are certainly not a recent invention. Moore and Reid (2008) emphasize that trademarks have existed for as long as it has been possible to trace artefacts of human existence. But they underline, that trademarks became more complex through time. Borden (1944) described the point at which trademarks, which served (just) as a guarantee of origin, reached the next level of complexity and became a valuable asset for a company:
He stresses the relevance of a close contact between the maker and the buyer.
Their close contact, in an environment where everyone knows each other, provides a basis for a (often long-standing) personal relationship. The maker is able to build a reputation in the course of the relationship and the buyer in turn is enabled to assess the quality of the goods and services. The reputation of the maker might not guarantee the best quality of the goods and services for the buyer -but it 2 THE ROLE OF TRADEMARKS 4 limits the degree of uncertainty about the product. Borden (1944) dated the lost of a close contact to the Middle Ages, where goods were traded over long distances.
Trademarks took the place of the crucial personal relationship and became more and more guides of quality to buyers.
The times when people (the maker and the buyer) knew each other, which Borden (1944) referred to as village economy, are gone; though not completely. Many rms oer their goods and services solely in the immediate vicinity of where the company is located. This is often true in the case of handicraft businesses, law rms, or restaurants. These rms are able to maintain long standing customer relationships even in our highly specialised economy. The personal relationship is here of primary importance and trademarks play only a subordinate role.
Geographical proximity of the maker and the buyer might not be the only way to establish a personal relationship. A rm might be able to maintain very close contacts with its customers for example through regular meetings and client visits.
The larger the distance that separates a rm from its customers, the larger the costs to overcome the distance. The costs of labour and travel-related expenses limit the number of customers with which a close contact is worthwhile. Overall, this leads to the expectation that trademarks are of minor importance for regional providers and rms with comparatively few customers.
Product Quality and the Role of Trademarks
Consumers do often not possess full knowledge of the quality characteristics of the products and services oered. Imperfectly informed customers are not able to price at the moment of the purchase unobservable quality features. A consumer would, consequently, not pay for unobservable and from her perspective at best uncertain quality features. For the maker of the product, however, these features are costly.
It would not be protable for a rm to incur higher costs for unobservable quality improvements if these could not be signalled to the prospective buyers to justify a higher sales price (Baroncelli et al., 2004) . Unobservable quality improvements would be crowded out from the market.
A trademark is an instrument designed to avoid this kind of market failure induced by information asymmetries. Akerlof (1970) refers already to trademarks as an institution which counteracts the eects of quality uncertainty. A trademarked product is identiable and recognizable so that customers are able to rely on former consumption experiences. After experiencing a product, they are better able to assess how functional or eective the product is; how reliable it is; how long it last; how easy it is to use; how it tastes, sounds or smells; and what side eects it may have (WIPO, 2013, p.81) .
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The information role of trademarks allows rms to build reputation for reliability and a certain consistent quality (Economides, 1998; Landes and Posner, 1987) . The consistent quality is not to be confused with high quality. The reputation of the trademark of McDonalds illustrates the dierence. While the worldwide operating fast food restaurants are not known for being gourmet restaurants, the trademark has the reputation to deliver a consistent quality everywhere in the world. A consumer can rely on his former culinary experience. He knows exactly what he will get and how the burger will taste. This leads to the expectation that trademarks are especially useful if the characteristics of a product are not directly observable.
Product Substitutability
Besides the quality information trademarks convey also an image of the product. Sáiz and Fernández (2009) point out that the intangible prestige of brands is often much more dicult to imitate than the technological information contained in patents. The more this eect increases brand loyalty, the more eective the product dierentiation strategy which is likely to result in a weaker price competition.
Especially rms with products that are easily substitutable would benet from a high degree of product dierentiation, since this could lead to a less elastic demand (Bagwell, 2007) .
The Link between Innovation and Trademarks
New trademarks are correlated with the introduction of new product innovations, what qualies trademarks as proxies for innovation (Mendonca et al., 2004; Jensen and Webster, 2009) . But what causes this correlation?
The rst explanation is a timing argument: A new product might come with a new name, perhaps a new logo. As part of the preparations for the market introduction, the new signs are registered as a trademark. The immediate registration is not compelling, but advisable: the desired sign might be in conict with already registered ones and later changes of the sign can become expensive. The resulting coincidence in time of trademark registration and market introduction qualies the ow of trademarks (not the trademark stock) as proxy for innovations (Greenhalgh and Rogers, 2012) .
The correlation between trademarks and product innovation may also be explained by the information argument. The introduction of a product innovation is per denition the introduction of a good or service that is "new" for a rm's customers.
Potential customers have no experience with the new product from former purchases to judge the product quality. Is the new product sold under a trademark, the 3 EMPIRICAL IMPLEMENTATION 6 reputation of the trademark might balance out a consumer's lack of experience with the new product. In this sense, trademarks have the potential to reduce uncertainty about the quality of product innovations. This might be especially relevant for product innovations why innovative rms pursue more often a trademark strategy.
An alternative explanation for the correlation between trademarks and innovation reverses the direction of causality: The reputation for a brand encourages a rm to improve the quality of its products (Ramello, 2006; Greenhalgh and Rogers, 2012) .
In this case, the stock of trademarks might serve as a proxy for innovation. 2 Firm-specic trademark information were collected by matching the name of the rms participating in the innovation survey with the names of applicants at the OHIM and the DPMA using a special software developed at ZEW, and including an extensive manual double-check.
3 EMPIRICAL IMPLEMENTATION A total of roughly 48,000 rms with more than ve employees in the German business sector have at least one valid trademark in 2010. This corresponds to a proportion of 17.8% of the total rm population surveyed. Trademarks are used by rms in all sectors. The proportion of trademarking rms diers considerably between the various sectors, ranging from 6% to 57%; less between manufacturing (20.6%) and service industries (16.1%). Sectors with high absolute numbers of trademarking rms are wholesale, IT and telecommunication, corporate services, machinery, consultancy and advertising, and metal. The highest share of trademarking rms can be found in the chemicals and pharmaceutical sector (57.1% of all rms), fol-3 EMPIRICAL IMPLEMENTATION 8 lowed by motor vehicles (38.4%), IT and telecommunication (37.9%), electronics (36.2%), and machinery (34.8%). The lowest share of trademarking rms can be seen in transportation and postal services (6%), water, waste disposal, and recycling (7.2%), and food, beverage, and tobacco (10.1%). The largest proportion of rms using trademarks are research-intensive manufacturing (38%). The proportion of trademarking rms is much smaller in knowledge-intensive services (19.4%), other manufacturing (15.7%), and other services (13.6%).
The extrapolated gures also suggest that there is a link between rm size (measured by the number of employees in 2010) and a rm's tendency to trademark. The larger a rm the more likely its tendency to register trademarks. A break down by size classes illustrates this relationship: The proportion of trademarking rms is quite low for small rms (less than 50 employees) making up 13.6% of the total gure.
The proportion rises already to 38.8% for medium-sized rms (50-249 employees) and to 58.8% for large rms (250-999 employees). The proportion of trademarking rms increases up to 73.9% for very large rms (1000 and more employees).
3 EMPIRICAL IMPLEMENTATION 9 Based on the expectations developed above, four broad categories of explanatory variables are of special interest in the empirical analyses: distance to customers, product quality, product substitutability, and a rm's innovation activity. They will be explained in the following subsections together with basic rm characteristics which are used as control variables in the regression. Table 2 provides the sample mean and standard errors for the full sample in Column (1) and for the subsample of trademarking rms in Column (2). The dierence between trademarking and non-trademarking rms shows Column (3). More detailed descriptive statistics are provided in Table 5 in the Appendix. The distance between the rm and its customers is captured through two dierent dimensions: the geographical distance and the personal distance.
The geographical distance is measured through the geographic markets in which a rm is active. Three dummy variables account for a rm's activity in the local market (the rm sells goods or services within a radius of 50 km), the national market (Germany), and/or the international market. A rm is able to serve all or only some geographical markets. The local market allows, from the geographical perspective, the closest contact between a rm and its customers and is served by 63% of the sample rms. Corollary, this means, that the local market is not relevant for the remaining 37% and that those rms have to deal more often with geographical distance. The same is true for 71% that serve the national market, and nearly half of the rms (47%) that serve the international market. Firms could use trademarks to deal with geographical distance. The second distance dimension, the personal distance, captures the ability of a rm to build a personal relationship between its sta members and its customers. It is reasonable to assume that the more customers a rm has, the less able it is to establish a close relationship with all of its customers. The number of customers would be a good measure of the personal distance but is, unfortunately, not available from the survey and often unknown to the rm as well. The survey, instead, provides information on the share of turnover with the three most important customers. This measure is able to proxy the number of customers quite well: A rm that reports a share of turnover of 100 percent for its three most important customers, has not more than three customers. The lower the reported share, the larger in general the number of customers. Based on this survey information, the two binary variables few customers and many customers account for personal distance. A close contact seems to be reachable for 15% of the sample rms with only few customers, while 45% are characterized as having many customers, associated with larger personal distance. Again, rms might deal with personal distance by using trademarks. The descriptive statistics (Table 2 ) are in line with this argument since the proportion of trademarking rms is larger with many customers and smaller with few customers.
Substitutability of Products and Services
Firms might be more likely to pursue a product dierentiation strategy if operating in product markets in which product-substitutability is high. Whether a rm oper-3 EMPIRICAL IMPLEMENTATION 12 ates in a market in which products are substitutable is direct information from the questionnaire and based on the assessment of the rms. Product substitutability applies fully for 21% of the sample rms but only for 16% of the trademarking rms.
The number of (main) competitors serves additionally as a measure of product substitutability and is again direct information from the survey. A rm with no or just few competitors sells goods and services which are, due to the lack of alternative suppliers, less easily substituted. The larger the number of competitors, the higher the number of potential providers and consequently the degree of substitutability.
A small number of competitors (up to ve) is considered as limited competition and a large number (more than 50 competitors) as strong competition. Any number of competitors in between serves as the reference category. It turns out from the descriptive statistics that trademarking rms are less often faced by strong competition (12% in contrast to 22% of non-trademarking rms) and operate more often in a competition environment with limited competition (47% in contrast to 40%).
Product Quality
An important aspect of product quality concerns the assessability of quality by customers prior to the purchase. The rms were asked to assess on a four-point Likert scale (ranging from "applies not" to "applies fully") whether it is dicult for customers to assess the quality in a rm's product market. The binary variable quality assessable equals one, if customers have no diculties to assess the product quality. Overall, that is the case for 22% of the rms. The proportion of suppliers with assessable quality is not smaller for trademarking rms (see Table 2 ).
Innovative Activity of Firms
Innovative rms are supposed to benet particularly from the use of trademarks. of non-trademarking rms) and 65% a product innovation (in contrast to 35% of non-trademarking rms). The current level of innovation seems to proxy the general innovativeness of a rm quite well, since innovation is shown to be persistent within rms (Peters, 2009 ).
Basic Firm Characteristics
The group of basic rm characteristics includes besides rm size also rm age (measured in years), the type of ownership, the region of a rm's location, and its sector aliation. The type of ownership distinguishes between unaliated rms (reference group) and those that belong to a group. The region distinguishes between rms located in West-(reference group) and East Germany and the sector aliation between 21 aggregated sector groupings.
Empirical Findings 4.1 The Propensity to Trademark
The dependent variable indicates whether a rm uses trademarks. Due to the binary character of the dependent variable, I use a probit model for the econometric analysis. The cross-sectional data allows no interpretation of the results as causal eects; the results should thus be taken as associations rather than as causal relationships. The main estimation results of gradually enriched probit models are presented in Table 3 .
3 Each of the four columns contain two sub-columns, where the rst provides the coecients and standard errors from the regression and the second sub-column provides the more informative average marginal eects. Column (1) presents the estimates for a specication which only accounts for basic rm characteristics. The specication is gradually enriched by including components of personal and geographical distance, product quality, and product substitutability in Column (2). Alternatively, model (3) accounts for basic rm characteristics and innovation activity. The complete set of explanatory variables is used for estimation in Column (4).
A randomly drawn sample rm uses at least one trademark with a propensity of 31.3%. The regression results provide some more dierentiated insights into the 3 The results of a weighted estimation are provided in Table 7 in the Appendix. The results dier only slightly. propensity to trademark in Column (1), solely based on basic rm characteristics.
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Firms are characterized by size, group status, location, rm age, and sector aliation. As the results show, the size of a rm has a highly signicant impact: the larger a rm, the higher the propensity to trademark. A one unit increase of rm size (the logarithm of the number of employees) increases the probability of using The single number of 6.2 percentage points represents the average marginal eect of rm size -but the eect might vary across the range from small to large rms. a rm with 10 employees, which is at the border of being classied from very small to small (in logarithm at 2.3, the rst dotted line), has a 22.3% predicted probability of using trademarks. A rm with 50 employees, which is on the border of being medium sized, has a 32.4% predicted probability and one with 250 employees on the border of being large, has a predicted probability of 44.1% to use trademarks. The average marginal eects (AMEs) are presented in Figure 1b for exactly the same range of rm size. The graph shows that increases in rm size produce for rms up to 600 employees (about 6.4 in logarithm) an increase in rm size increases the marginal eect of trademarking. This is the case for slightly less than 95% of all rms in the sample. An additional increase in rm size after 600 employees produces smaller but still positive increases in the likelihood to register trademarks.
A rm is, beside its size, also characterized by its group status, its location in East or West Germany, and its sector aliation. After controlling for all additional variables 4 EMPIRICAL FINDINGS 16 in Column (4), the propensity to register trademarks is reduced by 4.6 percentage points for a rm located in East Germany. Whether a rm is part of a group and the age of a rm has no signicant eect.
Distance, product quality and substitutability matters
Results for the rst set of additional rm characteristics is given in Column (2).
The results provide evidence that both dimensions of distance between a rm and its customers are signicantly correlated to the use of trademarks: Trademarks are on average 4.0 percentage points less likely used in the case of low personal distance (few customers), while large personal distance (many customers) induce a 4.0 percentage points increase in the propensity to trademark. Furthermore, rms propensity to use trademarks is about 5.6 percentage points smaller in the case of a low geographical distance (regional market) and signicantly higher in the case of a large distance; 11.1 percentage points larger for rms that serve the national market and 12.7 percentage points for those that serve the international market.
The marginal eects are just slightly smaller after controlling for the full set of variables in Column (4). rm size: very small small medium large Notes: Large distance is dened as serving the national and international market as well as having many customers. Low distance rms serve just the regional market and have few customers.
To illustrate the relevance of distance in more detail, Figure 2 shows adjusted predictions for the same range of rm size as above, but distinguished by distance to 4 EMPIRICAL FINDINGS 17 customers. Low distance is dened as having a limited personal distance (few customers) and as having a limited geographical distance (being active just at the local market). Large distance rms are those with many customers, which are also active at the national and international market. Figure 2 tellingly reveals along the rm size distribution that the probability of trademarking is signicantly larger for rms with a large distance, compared to those with a low distance to their customerseven after controlling for all other variables. A rm with large distance and 250 employees (in logarithm at 5.5, the third dotted line) has a three times higher predicted probability of trademarking (63% instead of 19.4%) than an equally sized rm with low distance to its customers. A small rm with 10 employees (in logarithm at 2.3, the rst dotted line) and a large distance has actually a six times higher predicted propensity to trademark.
This implies that trademarks are frequently used as an instrument to overcome distance, which is otherwise preventing a close relationship to customers. A low distance on the other hand limits the need for trademarks, since it enables rms to establish a close relationship with its customers.
Trademarks are also less often needed, if the quality of a rm's products is easily to assess: Firms in a product market in which products are of assessable quality have a 3.4 percentage points lower probability of using trademarks. This conrms that a trademark is a useful instrument to signal those product quality features that are otherwise not obvious. The degree of competition is used to proxy product substitutability. A low number of competitors indicates limited competition, which is correlated with a 3.9 percentage 4 EMPIRICAL FINDINGS 18 points larger probability to use trademarks. A large number of competitors is considered as strong competition, which is correlated with a 5.3 percentage points lower propensity to trademark. This indicates that trademarks are used to dierentiate a rms' product especially in the case of a small number of main competitors. Figure 3 compares adjusted predictions for rms with limited and strong competition. The largest dierences arise for small to medium sized rms with about 50 employees.
The overlapping areas of the condence intervals reveal that the dierence is not signicant for large rms.
The results can also be interpreted as indication for the competition-reducing eect of brands. The presence of strong brands might establish barriers to entry for potential competitors. Market entry is prevented because of the high xed costs for a rm that enters the market and has to establish competitive brands.
Innovation matters
Innovative rms have a larger probability of using trademarks. The highly signicant correlation of a rm's innovation activities and its use of trademarks conrms related studies (Mendonca et al., 2004; Greenhalgh and Rogers, 2012) . Whether innovation activities lead to trademark registrations or the reverse, a rm's brands lead to innovation activities is not clear.
Adjusted predictions are also chosen to illustrate the dierence between innovative and non-innovative rms in Figure 4 . Innovative rms are dened as rms that undertake R&D continuously, having a patent application at the EPO, and having introduced a product innovation. Non-innovative rms conduct no R&D, and have neither a patent registered nor a product innovation introduced. The introduction of process innovations has no signicant eect and is therefore not taken into account.
The probability of using trademarks diers signicantly for the whole range of size
classes. An innovative rm with 250 employees (on the border of being between medium and large sized) is more than twice as likely to trademark. After controlling for all other variables, the propensity to trademark is 77.0% for an innovative rm, An innovator is dened as follows: he conducts R&D continuously, has an EPO patent application, and introduced a product innovation. The opposite is true for the denition of non-innovators.
small innovative rm with 10 employees (in logarithm at 2.3, the rst dotted line) is more than three times larger (51.5% instead of 14.6%), compared to a non-innovative rm of the same size. But the results provide evidence that the decision of a rm to register trademarks is related to several rm characteristics: the distance between a rm and its customers, the assessability of product quality, the degree of substitutability, and innovative activities of a rm.
Firms with a low level of personal as well as geographical distance use trademarks less often, while rms with larger distances use trademarks more frequently. This result suggests that trademarks are an appropriate instrument to overcome distance and are not needed in circumstances under which a rm and its customers are able to maintain a close relationship. The results of the preferred specication indicates that a medium sized rm with 250 employees has a three times larger predicted probability to register trademarks, if the rm is having a large distance to its customers. The quality features of products oered are sometimes obvious, but more often not straightforward assessable at the time of the purchase. The results show that rms with products, whose quality is dicult to assess, use signicantly more often trademarks. This might be interpreted as meaning that trademarks can help to solve the problem of asymmetric information: The reputation of a trademark helps to assess those products. Previous experiences with the product or even with similar products of the same brand, can be transferred to the current purchase decision. The results further indicate that trademarks are also more frequently used, if a rm's products are characterized by a limited (but not strong) substitutability.
Pursuing a trademark strategy seems to be more promising, if a rm has to distinguish its products against few competitors. In the case of strong competition and thus easy substitutability, trademarks are signicantly less used. Another important nding is that a rm that conducts continuous R&D, is engaged in patenting and the introduction of innovative products, has a signicantly higher propensity to register trademarks. This conrms that product innovations and the registration of trademarks are correlated. The results for instance indicate that a medium sized innovative rm with 250 employees has a propensity to register trademark of 77%.
It is thus more than twice as likely to register trademarks, as a non-innovative rm.
CONCLUSION 21
So, what are the circumstances under which trademarks are important for a rm?
Overall, the results show that rms are more likely to register trademarks and pursue a trademarking strategy, provided that the distance to their customers is large, the product quality is not assessable, the number of competitors is small, or rms undertake R&D activities and introduce product innovations. Signicance levels: *** p<0.01, ** p<0.05, * p<0.1.
6 APPENDIX 28 6.3 Weighted Regression Column (1) provides results of an unweighted regression and Column 2 of a weighted regression.
